N

NN AL

‘ T 3

CMB AFPROVAL
SECUNS s s var sucnnssm s wmms e e oo o SSTON OMB Number: 3235-0123
Washington, D.C. 20549 Expires:  February 28, 2010
SEC Estimated averege burden
Mail Proc hours per response.... .. 12.00
SrocetNRUAL AUDITED REPORT
FEB 2 8 200 FORM X-17A-5 SEC FILE NUMBER
8  PARTIII - 853650
Washington, DC FACING PAGE

Information Requfiged of Brokers and Dealers Pursuant to Scctien 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

12/31/07
REPORT FOR THE PERIOD BEGINNING 01/01/07 AND ENDING /31/
MMMDDIYY MM/IDDIYY

A. REGISTRANT IDENTIFICATION
NAME OF BROKER-DEALER: DIVINE CAPITAL MARKETS LLC OFFICIAL USE ONLY
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.

39 Broadway

New York (No. and Sgept) - 10006
(Ciy) (State) ({Zip Codc}

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS P%R
Judith Werns:.ng ~ 344-5867

{Aren Code — Tefephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whase opinion is contained in this Report*
Rosen and Glaser C.P.A.s, P.C.

ome ~ if, Ina‘h Idual, state lass, first, middfe nan&{)

60 Cutter Mill Road{N Suite 310 Great Ne NY 11021

(Address) . . (City) . (State) . (Zi'p_ Code)

CHECK ONE: PROCESSED

Certified Public Accountant

O Public Accountant MAR 1 3 2008

0 Accountant not resident in United States or any of its possessions. HOMSON

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circunistances relied on as the basis for the exemption. See Section 240, 17a-5(e)(2)

Potentla: persaons who are to respond to the coliection of
Intormatlon contained in this form are not required to respond
SEC 1410 (06-02) unlessthe form displays a currently valid OMB control number,

T
S\




OATH OR AFFIRMATION
[, __Danielle Hughes
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This report ** contains (check all appliceble boxes):
& (a) ' Facing Page.
&l (b) -Statement of Financial Condition.
&l (c) Statement of Income (Loss).
M {d) Statement of Changes in Financial Condition,

(e} Stetement of Changes in Stockhalders' Equity or Partners’ or Sole Proprietors’ Capital.



OATH OR AFFIRMATION

|, _banielle Hughes , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
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of December 31, ,2007  are true and correct. [ further swear (or affirm) that

neither the company nar any partner, proprietor, principal officer or director has any proprietary interest in any account
classified salely as that of a customer, except as follows:
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(b) - Statement of Financial Condition,

(c) Statement of Income (Loss).
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(¢) Statement of Changes in Stockholders’ Equity or Partners® or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors,

(g} Computation of Net Capital.

{h) Computation for Determination of Réserve Requirements Pursuant to Rule 15¢3-3,

{i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
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(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to rnethods of
consolidation,
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{m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit,
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JEFFREY |. GLASER

To the Member of
Divine Capital Markets, LLC

We have audited the accompanying statement of financial condition of Divine Capital Markets,
LLC (the “Company” — a wholly owned subsidiary of Divine Holdings LLC) as of December 31,
2007, and the related statements of income, changes in member’s equity, and cash flows for the
year then ended that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of
1934, These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Divine Capital Markets, LLC as of December 31, 2007, and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained on page 8 is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary
information required by rule 17a-5 under the Securities Exchange Act of 1934. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements
and, in our opinion, is fairly stated in all material respects, in relation to the basic financial
statements taken as a whole.

ROSEN and GLASER C.P.As, P.C.

February 25, 2008
Great Neck, New York



DIVINE CAPITAL MARKETS, LLC
STATEMENT of FINANCIAL CONDITION
at DECEMBER 31, 2007

ASSETS
Cash
Receivable from Clearing Broker
Accounts Receivables, net of allowance of $12,600
Commissions Receivable
Securities not readily marketable, at estimated fair value
Prepaid Expenses
Furniture and Equipment (Net of Accumulated Depreciation of $86,692})
Other Assets

TOTAL ASSETS

LIABILITIES and MEMBER'S EQUITY

Accounts Payable and Accrued Expenses

Member's Equity

TOTAL LIABILITIES and MEMBER'S EQUITY

The accompanying notes are an integral part of these financial statements

ROSEN AND GLASER C.P.As, P.C. -2-
CERTIFIED PUBLIC ACCOUNTANTS

§ 52,911
430,892
401,379
209,617

1,156
96,204

38,838

10,332

51241329

§ 434,105

807,224

51,241,309



DIVINE CAPITAL MARKETS, LLC
STATEMENT of INCOME

YEAR ENDED DECEMBER 31, 2007

Revenue:
Commission
Fee Income
Other Income

Total Revenue

Expenses:
Salaries and Employee Benefits
Execution and Clearing
Telephone and Quotation Services
Professional Fees
Rent
Meals and Entertainment
Travel
Regulatory
Office
Depreciation
Insurance
Other
Bad Debts
Contributions

Total Expenses
Net Income Before Provision for Unincorporated Business Tax

Provision for Unincorporated Business Tax

NETINCOME

The accompanying notes are an integral part of these financial statements

ROSEN AND GLASER C.P.A5, P.C. -3-
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$9,238,344
144,960

108,935

9,492,239

5,687,847
1,563,305
347,693
99,536
88,841
67,443
81,364
72,985
18,713
20,405
78,809
45,424
12,730

15,750

8,200,845

1,291,394

43,335

81,248,059



DIVINE CAPITAL MARKETS, LLC
STATEMENT of CHANGES IN MEMBER'S EQUITY
YEAR ENDED DECEMBER 31, 2007

Member's Equity at January 1, 2007 $ 424,165
Member's Capital Withdrawals (865,000)
Net Income 1,248,059
MEMBER'S EQUITY AT DECEMBER 31, 2007 $ 807,224

The accompanying notes are an integral part of these financial statements

ROSEN AND GLASER C.P.A.g, P.C. -4-
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DIVINE CAPITAL MARKETS, LLC
STATEMENT of CASH FLOWS
YEAR ENDED DECEMBER 31, 2007

NET INCOME
Adjustments to Reconcile Net Income to Net Cash Provided
by Operating Activities:

Depreciation

Increase / Decrease in Operating Assets and Liabilities:
Receivable from Clearing Broker
Commissions Receivable
Securities Owned
Prepaid Expenses
Other Assets
Accounts Payable and Accrued Expenses
Net Cash Provided By Operating Activities
Cash Used in Investing Activity - Purchase of Furniture and Equipment
Cash Used in Financing Activity - Member's Capital Withdrawals
Net Decrease in Cash
Cash at Beginning of Year
CASH AT END OF YEAR

Supplemental Disclosures of Cash Flow Information:
Cash Paid For Taxes

Interest

The accompanying notes are an integral part of these financial statements

ROSEN AND GLASER C.P. A5, P.C. -5-
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$1,248,059

20,405

(144,636)
(200,880)
40,274
(40,304)
(3,595)

(52,004)

867,319

(39,669)

(865,000)

(37,350)

90,261

$ 52,911

$ 44,000

$ 5,857



DIVINE CAPITAL MARKETS, LLC
NOTES to FINANCIAL STATEMENTS
DECEMBER 31, 2007

1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES:

Divine Capital Markets, LLC (the “Company™) is a limited liability company organized in New
York State. The Company is registered as a broker-dealer in securities with the Securities and
Exchange Commission (the “SEC”) and is a member of the Financial Industry Regulatory
Authority (FINRA). The Company’s operations primarily consist of executing securities
transactions on an agency basis, private wealth management, independent research and trading
strategies and corporate finance and consulting services. The Company is a 100% wholly owned
subsidiary of Divine Holdings LLC (the “Parent”).

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires the use of estimates by management.

The Company maintains its cash in bank accounts which, at times, may exceed insured limits.
The Company has not experienced any loss in these accounts and does not believe it is exposed
to any significant credit risk on cash.

The Company uses the allowance method to account for uncollectible accounts receivable.
Accounts receivable, which arise from institutional options execution, are presented net of an
allowance for doubtful accounts of $12,600.

Securities not readily marketable include restricted stocks from private placement deals. They
are stated at their estimated fair value, which are quoted market prices. The resulting unrealized
gains and losses are reflected in revenue.

Furniture and equipment are being depreciated over their estimated useful lives (2 to 7 years)
using the straight-line method.

Commissions and related clearing expenses are recorded on a trade-date basis as securities
transactions occur.

Fee income is comprised of income earned from investment advisory services, private
placements and research and is recognized when services are substantially completed.

Advertising and marketing costs are expensed as incurred. Advertising expense totaled $16,376.

No provision for federal income taxes has been made since, as a limited liability company, the
Company is not subject to income taxes. The Company’s income or loss is reportable by its
Member on its tax returns. The Company is subject to local unincorporated business tax.

For purposes of the Statement of Cash Flows, the Company has defined cash equivalents as
highly liquid investments, with original maturities of less than three months that are not held for
sale in the ordinary course of business.

2. DUE FROM CLEARING BROKERS:

The majority of the clearing and depository operations for the Company’s securities transactions
are provided by one broker. At December 31, 2007, all of the securities owned and the amount
due from the broker reflected in the statement of financial condition are positions with and

ROSEN AND GLASER C.P. A5, P.C. 6
CERTIFIED PUBLIC ACCOUNTANTS



DIVINE CAPITAL MARKETS, LLC
NOTES to FINANCIAL STATEMENTS
DECEMBER 31, 2007

amounts due from this broker. Subject to the clearing agreement between the Company and this
clearing broker, the clearing broker has the right to sell or repledge this collateral.

The Company has agreed to indemnify the clearing broker for losses that they may sustain
from the customer accounts introduced by the Company.

3. CONCENTRATIONS OF CREDIT RISK:

The Company is engaged in various trading and brokerage activities in which counterparties
primarily include broker-dealers, banks, and other financial institutions. In the event
counterparties do not fulfill their obligations, the Company may be exposed to risk. The risk
of default depends on the creditworthiness of the counterparty or issuer of the instrument. It
is the Company’s policy to review, as necessary, the credit standing of each counterparty.

4. COMMITMENTS:

The Company subleases its office space for a term commencing January 24, 2004 and expiring
March 30, 2011. Lease expense totaled $88,841 during 2007.

The following is a schedule by year of future minimum rental payments required under the
operating lease agreements:

Year Ending

December 31 Amount
2008 $ 75,380
2009 77,264
2010 79,196
2011 _ 20,294

5. NET CAPITAL REQUIREMENTS:

The Company is subjected to the Securities and Exchange Commission Uniform Net Capital
Rule (SEC Rule 15¢3-1), which requires the maintenance of minimum net capital and
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15 to 1 (and the rule of the “applicable™ exchange also provides that equity capital
may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed
10 to 1). At December 31, 2007, the Company had net capital of $478,543, which was
$449,603 in excess of its required net capital of $28,940. The Company’s net capital ratio
was .91to 1.

ROSEN AND GLASER C.P.A.S, P.C. 7
CERTIFIED PUBLIC ACCOQUNTANTS



DIVINE CAPITAL MARKETS, LLC
COMPUTATION OF NET CAPITAL UNDER
RULE 15¢3-1 of the SECURITIES and EXCHANGE COMMISSION

as of DECEMBER 31, 2007

Credits - Member's Equity $ 807,224
Debits:

Securities not readily marketable 1,156

Prepaid Expenses 96,204

Furniture and Equipment 38,838

Other Assets 10,332

Receivables outstanding longer than 30 days 182,151
Total Debits 328,681
Net Capital 478,543
Minimum Net Capital Requirement - the greater of $5,000 or 6 2/3%

of aggregate indebtedness of $434,105 28,940
Excess Net Capital 449,603
Excess Net Capital at 1000% 435,133
Ratio of Aggregate Indebtedness to Net Capital 9ltol
AGGREGATE INDEBTEDNESS $ 434,105

Reconciliation with the Company's computation included in Part I A of Form X-17 A-5
as of December 31, 2007:

Net Capital, as reported in Company's Part I A unaudited FOCUS report $ 500,012

Allowance for bad debts/adjustments (12,600)

Additional accruals, net (2,868)

Accounts Receivable written off (6,001)

NET CAPITAL PER ABOVE $ 478,543
ROSEN AND GLASER C.P.A.5, P.C. -8-
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INDEPENDENT AUDITOR’S SUPPLEMENTARY REPORT
ON INTERNAL CONTROL

To the Member of
Divine Capital Markets, LLC

In planning and performing our audit of the financial statements and supplemental schedule
of Divine Capital Markets, LLC (the “Company” — a wholly owned subsidiary of Divine
Holdings LLC) for the year ended December 31, 2007, in accordance with auditing standards
generally accepted in the United States of America, we considered the Company’s internal
control over financial reporting (internal control) as a basis for designing our audit
procedures for the purpose of expressing our opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the Company’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Company’s internal
control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (the
“SEC™), we have made a study of the practices and procedures followed by the Company
including consideration of control activities for safeguarding securities. This study included
tests of such practices and procedures that we considered relevant to the objectives stated in
rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or aggregate
debits) and net capital under rule 17a-3(a)(11) and for determining compliance with the
exemptive provisions of rule 15¢3-3(e). Because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities, we did
not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, comparisons and
recordation of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for securities under
Section 8 of Federal Reserve Regulation T of the Board of Governors of the
Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In fulfilling
this responsibility, estimates and judgments by management are required to assess the
expected benefits and related costs of controls and of the practices and procedures referred to
in the preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the SEC’s above-mentioned objectives. Two of the objectives of internal
control and the practices and procedures are to provide management with reasonable, but not
absolute, assurance that assets for which the Company has responsibility are safeguarded

-9-



against loss from unauthorized use or disposition and that transactions are executed in
accordance with management’s authorization and recorded properly to permit the preparation
of financial statements in conformity with accounting principles generally accepted in the
United States of America. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of
them to future periods is subject to the risk that they may become inadequate because of
changes in conditions or that the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiencyis a control
deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelthood that
a misstatement of the entity’s financial statements that is more than inconsequential will not
be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in internal contro! that
might be material weaknesses. We did not identify any deficiencies in internal control and
control activities for safeguarding securities that we consider to be material weaknesses, as
defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives in all material respects
indicate a material inadequacy for such purposes. Based on this understanding and on our
study, we believe that the Company’s practices and procedures were adequate at December
31, 2007 to meet the SEC’s objectives.

This report is intended solely for the information and use of management, the SEC, the
Financial Industry Regulatory Authority (FINRA) and other regulatory agencies which rely
on SEC rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of
registered brokers and dealers, and is not intended to be and should not be used by anyone
other than these specified parties.

ROSEN and GLASER C.P.As, P.C.

February 25, 2005
Great Neck, New York
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